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LETTERS 
Orchids 
Dear Sir: 

I received the third volume of THe Book or THE 
Srares and I want to hasten to congratulate you on it. 
This is by far the most valuable volume of the series. 
It is a virtual mine of information about the states 
and their governments. It would seem to me that any 
librarian, state, municipal, reference, or private, who 
failed to make this material easily accessible to his 


patrons would be doing them an immense disservice. 
Rodney L. Mott 


School of Social Sciences 
Colgate University 


Dear Sir: 

I am so impressed by the third volume of Tue Book 
or THE States which came to me several days ago 
that I feel impelled to write to commend you for a 
very admirable piece of work. I am sure that this 
volume will be of inestimable value to all officials and 
business men throughout the entire Nation who are 
interested in state government. This work seems to 
include within a single volume information which has 


never before been so completely and satisfactorily con- 
densed. Alexander Armstrong 


Baltimore, Maryland 


Dear Sir: 

We consider the inquiry service which the Council 
has conducted and the research bulletins in the fields 
of particular legislative interest the most valuable ad- 


ditions to our library. I consider this service of in- 
estimable value. The weekly list of references on 

blications dealing with governmental problems 

eeps the Bureau in constant touch with publications 
throughout the nation, which can be secured and 
added to our library. Your monthly Stare Govern- 
MENT discusses current problems in state government 
with unusual interest. Your weekly news bulletin 
gives timely information on current topics. 


Arthur A. Schwartz 
Chief, Legislative Reference Bureau 
Columbus, Ohio 
Dear Sir: 


. . very much impressed with your Book or THE 
States. . . . I have been wondering why the Territory 
of Hawaii cannot be included in all of the compilations. 
I am sure that a questionnaire for the information de- 
sired would be cheerfully filled by any of the offices of 
this Territory in order to “put Hawaii on the map.” 

Joseph F. Kunesh 


Director, Territorial Planning Board 
Honolulu, Hawaii 
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A POINT OF PERSONAL PRIVILEGE 


Around the Country 


As THESE NOTES are written, legislatures of most states 
have completed this session’s work or are making 
plans for the big push which will end in adjournment. 
A few have postponed their labors by recessing until 
mid-summer, a time which we personally feel is partic- 
ularly inappropriate for cool legislative deliberation. 
In general, the 44 state legislatures which have met in 
regular sessions since January have been economy- 
minded, reluctant to increase budgets, fearful of im- 
posing new taxes. 


Dramatic highlights enlivened the ordinary legislative 
routine this year in at least five states. In Connecticut, 
Georgia, and Massachusetts, after more than 150 years 
of thoughtful and, it is evident, deliberate, considera- 
tion, the Bill of Rights was ratified by legislative action. 


More dramatic in its ritualism was the pilgrimage 
made by a committee of the Iowa legislature to return 
the Flag of the Republic of Alabama which was 
filched by a Union soldier and carried back to lowa 
during the war between the states. A joint resolution, 
passed unanimously by both branches of the Iowa 
legislature ordered the flag’s return. Senator B. C. 
Whitehill led the Iowa delegation and presented the 
emblem of Alabama’s short period as a nation to 
Governor Frank M. Dixon in the chamber of the Ala- 
bama House of Representatives in Montgomery. 


Citizenship rites were proposed in a bill by Senators 
Dixon and Benson which passed the Illinois Senate 
and, according to latest reports, was receiving favorable 
attention in the lower assembly at Springfield. The 
measure, which is similar to a Wisconsin law now in 
force, provides for a state-wide “Citizenship Day” for 
the “preparation as citizens” of persons who have 
reached the age of twenty-one in the preceding year. It 
is intended that the ceremonies involved will emphasize 
the responsibilities attached to the rights and privileges 
of citizenship. 


During the past few years officials of the states have 
made increasing use of the radio, not only in political 
campaigns, but also as a medium for explaining the 
structure and functions of state government and for 
discussing important questions of public policy. A 
number of Governors have used this device to com- 
municate regularly with the citizens of their states. 
Novel among radio programs of this type, is the 
series of semi-monthly broadcasts devoted to interstate 


coéperation and understanding which was inaugurated 
by Dean W. Peisen of the Iowa House of Representa- 
tives over station WHO in Des Moines on June 5. This 
series was planned by Mr. Peisen with the codperation 
of the Central Broadcasting Company. In the two 
initial programs on June 5 and 17, Mr. Peisen described 
some important aspects of the work of the Council of 
State Governments. Two Governors are scheduled to 
speak early in the summer and a round table discus- 
sion of Governors and governmental experts is planned. 
Reports on the series have been uniformly good. 


Contributors and Articles 


In tH1s tssuz Colonel Frank Knox, editor and pub- 
lisher of the Chicago Daily News, contributes his views 
in “State Government: A Bulwark of American Free- 
dom.” This is the third in Strate GovERNMENT’s series 
on “The States in Present-Day Government,” to which 
Felix Morley contributed “The Roots of Democracy,” 
and Luther Gulick, “Effective State Government: A 
Problem in Organization.” 

It will be recalled that Colonel Knox played opposite 
Jack Garner in The Landslide of 1936 and that he re- 
ceived kudos for his role in that production. In 
Chicago, Colonel Knox’s Daily News wages a con- 
tinuous and praise-worthy battle for good local gov- 


ernment, 


New York’s Tax Commissioner, Mark Graves, has 
spent the last 30 years of his life in dealing with the 
finances of the nation’s richest and most populous 
state. In this issue he contributes some of the fruits 
of this long experience in “Modern Tax Administration 
Gets Results.” We believe this article to be especially 
timely at the present when states are expected to provide 
new and increased public services without tapping new 
sources of tax revenue. 


“Progress Against State Tariffs,” in this issue, re- 
ports a survey of discriminatory legislation proposed, 
defeated, or repealed in 1939 legislative sessions. It 
indicates that the spread of interstate trade barriers, 
which has characterized legislative sessions since 1931, 
has been checked by the intensive campaign which was 
initiated at the National Conference on Interstate Trade 
Barriers in Chicago last April. Encouraging, too, is 
the report that some existing trade barrier legislation 
has been repealed. 


“Congress Revamps Social Security” is Glen Leet’s 
analysis of amendments to the Social Security Act 
which are now being considered on Capitol Hill. 
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MANY AN APPEAL TO FREEDOM IS THE 
MASQUERADE OF PRIVILEGE OR INEQUAL- 
ITY SEEKING TO INTRENCH ITSELF BE- 
HIND THE CATCHWORD OF A PRINCIPLE. 
THERE MUST BE GIVE AND TAKE AT MANY 
POINTS, ALLOWANCE MUST BE MADE FOR 
THE PLAY OF THE MACHINE, OR IN THE 
CLASH OF JARRING RIVALRIES THE PRE- 
TENDING ABSOLUTES WILL DESTROY 
THEMSELVES AND ORDERED FREEDOM 
TOO. ONLY IN ONE FIELD IS COMPROMISE 
TO BE EXCLUDED, OR KEPT WITHIN THE 
NARROWEST LIMITS. THERE SHALL BE NO 
COMPROMISE OF THE FREEDOM TO 
THINK ONE’S THOUGHTS AND SPEAK 
THEM, EXCEPT AT THOSE EXTREME 
BORDERS WHERE THOUGHT MERGES IN- 
TO ACTION. THERE IS TO BE NO COM- 
PROMISE HERE, FOR THOUGHT FREELY 
COMMUNICATED, IF I MAY BORROW MY 
OWN WORDS, IS THE INDISPENSABLE CON- 
DITION OF INTELLIGENT EXPERIMENTA- 
TION, THE ONE TEST OF ITS VALIDITY. 
THERE IS NO FREEDOM WITHOUT 
CHOICE, AND THERE IS NO CHOICE 
WITHOUT KNOWLEDGE—OR NONE THAT 
IS NOT ILLUSORY. 

—BENJAMIN N. CARDOZO 


= 
4 
re’, 
4, 
” 
ih 
th 
ia 
ih > 
th 
ih 
- 
it 
‘ 
‘ 


JULY, 1939 


VOL. 12 NO. 7 


STATE GOVERNMENT 


35 CENTS A CURRENT COPY 


$2.50 A YEAR 


THE STATES IN PRESENT-DAY GOVERNMENT 


HE three dis- 
fea- 

tures of the 
American type of 
popular govern- 
ment are the divi- 
sion of power into 
three separate, dis- 
tinct and inde- 
pendent de part- 
ments; the crea- 
tion of a federal 


By FRANK KNOX 
Editor and Publisher of Tut Cutcaco Dairy News 


Under the American constitution all powers 
not delegated to the federal government are 
reserved to the states and to the people. This 
division of authority along with its further 
diffusion by separation into legislative, execu- 
tive, and judicial branches, Colonel Knox 
holds to be vital to the preservation of our 
liberties. Democratic government, he ob- 
serves, is necessarily less efficient than dic- 
tatorship, but the added cost is unimportant 
when weighed against liberties which democ- 
racy secures and protects. 


STATE GOVERNMENT: A BULWARK OF AMERICAN FREEDOM 


to do with the 
second of these 
features—the es- 
tablishment and 
maintenance of a 
federal union of 
sovereign states 
with limited and 
specified powers 
for the central au- 
thority. 

The American 


union of sovereign 


constitution did 


states with limited 

powers accorded the central government; and 
the adoption of a written constitution as the 
supreme law of the land, primarily for the 
protection of minorities. It is these three things 
which distinguish the American government 
from all the other great democracies in the 
world. 

The attempt in 1937 by the President to en- 
large the membership of the Supreme Court 
focused popular attention upon the first of 
these three features of our system of govern- 
ment. The abuse of the rights of minorities, 
especially in the Totalitarian states in Europe, 
has brought home to the minds of many Amer- 
icans, particularly those who comprise minority 
groups, the vital importance of the third fea- 
ture enumerated. What I offer herewith, has 


not spring spon- 
taneously from the minds of the men who 
wrote it. It was a product of many years’ experi- 


‘ence under Colonial government. The charters 


or constitutions of the various colonies each 
contributed their bit in the making of the par- 
ent constitution under which we have lived for 
150 years. It was out of their experience under 
colonial administration that the Founding 
Fathers drew their inspiration for the frame- 
work of our liberties. It was not, therefore, 
by mere chance that the constitution set up a 
federal authority with very specifically limited 
powers. The men who framed the instrument 
knew, all too well, the evils of living under an 
autocratic system. For long, weary years before 
the actual outbreak of hostilities, the colonists 
had endeavored to protect themselves in the 
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enjoyment of their fundamental liberties against 
the encroachment of the Crown. They knew 
from bitter experience what it meant to have 
the authority over the life and liberties of mil- 
lions of people living in remote and sparsely 
settled regions, in the hands of a single indi- 
vidual. They knew what happened to their 
liberties when the rule over them was exercised 
from some remote capital by an all powerful 
executive. 


Importance of the states 


The task that confronted the creators of the 
American Republic was to build a union of 
states which would provide adequate machinery 
to do those things of a political and govern- 
mental nature which had to be done in com- 
mon. Obviously, some central authority must 
maintain and support the whole fabric of in- 
ternational relations. Equally obviously, the 
national defense must be a common defense, 
directed by a central authority. In the admin- 
istration of justice, some power was needed to 
arbitrate between the states. In order to dis- 
charge functions like these, a federal authority 
was needed and such authority was created. 
But with respect to the protection of all other 
rights, and particularly with respect to the pro- 
tection of the rights of the individual, the Amer- 
ican system, as devised by the Founders, created 
state governments which should exercise all of 
the power and sovereignty necessary to orderly 
government save only the specific, enumerated 
grants of power given the federal authority. 
This was regarded as an imperative necessity, 
first, to preserve safe from encroachment the 
individual rights of the citizen and, second, to 
make practical the operations of popular gov- 
ernment over so vast an area as that compre- 
hended within the American union. 

The men who wrote the Constitution of the 
United States were, in very large measure, 
highly educated, thoroughly informed students 
of political economy and of government. They 
knew—none better—that every experiment in 
popular government on a broad expansive scale, 
up to that time in the history of the world, had 
failed. They recognized both the limitations 


and inherent dangers to a democracy of any 
kind if too much power were granted to too 
few people functioning remotely from the peo- 
ple they rule. Men can keep themselves free 
only if those who exercise sovereignty over 
them are near at hand, easily accessible and, 
consequently, quickly sensitive to any expres- 
sion of the popular will. 

Our institutions of a representative Republic 
are so little understood by the generality of 
people that if you ask the average citizen who 
protected him in the enjoyment of his personal 
liberties, his almost invariable answer would 
be “the government.” By “the government” he 
would mean the federal government, whereas, 
the government to which he is really indebted 
for such protection is his state government. It 
is in the hands of the state government that 
substantially all of the sovereign powers of the 
people were confided by the Founders of our 
system of government. The citadel erected for 
the protection of our most precious liberties— 
those enumerated in the Bill of Rights—is to 
be found in our state capital, not in Washing- 
ton. If the right of free speech, a free press, 
the enjoyment of religious freedom, the right of 
trial by jury, are, any of them, invaded, it is to 
the state authority not the federal, that we turn 
for protection. If we permit these vital func- 
tions of the sovereign states to be nullified or 
superseded by central authority, we tear down 
the very foundation upon which our free in- 
stitutions are erected and maintained. 


Dangers of concentrated power 


It is vital to our liberties that all executive 
authority shall never be concentrated in one 
man. It is essential to the preservation of jus- 
tice and liberty that the judicial and legislative 
arms of the government maintain their inde- 
pendence, but it is just exactly as vital to the 
maintenance of our liberties and the preserva- 
tion of our system of government that we keep 
our states sovereign commonwealths, bound to- 
gether in a federal union of limited powers. 
There is not a Nazi-Fascist or Communist 
state in Europe which has not completely de- 

(Continued on page 127) 
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MODERN TAX ADMINISTRATION GETS RESULTS 


The New York system reduces evasions, increases revenues 


IEWED On a 

\ / national 
scale, the 

fiscal problems of 
our aggregate gov- 
ernments are prop- 
erly the cause of 
concern to all 
thoughtful people. 
Some are alarmed, 
some predict dire 
consequences, 


By MARK GRAVES 


New York Commissioner of Taxation and Finance 


National and state governments alike have 
difficult financial problems to solve. Increas- 
ing expenditures for public services out of 
decreasing revenues is the dilemma which 
confronts them. Commissioner Graves sees 
the problem as one which requires efficient 
organization and administration of govern- 
mental units. In the accompanying article he 
outlines how and why New York’s tax-col- 
lecting machinery operates so effectively. He 
points out that consolidation reduces costs 
and that centralization improves enforcement. 


duction of salaries 
for a time, and by 
the imposition of 
emergency taxes. 
The problem was 
rendered more dif- 
ficult because of 
increased state aid 
due to previous 
commitments and 
to relief demands. 
The continuance 


while others be- 


of the business re- 


lieve we are 

headed toward national bankruptcy. They, in 
my judgment, are too pessimistic, but the situa- 
tion is serious. The public debt of all layers of 
government approximates sixty billion dollars, 
of which the debt of the national government 
is about forty billion dollars. For several years 
government has been spending considerably 
more than its income. We have postponed taxa- 
tion to the extent of the increase in the public 
debt. That means that some day we, our chil- 
dren or our grandchildren, will have to pay 
these postponed taxes. It is discouraging that 
the end of deficit financing is not in sight. 


Problems of the states 


Turning our attention to state conditions, we 
find them also discouraging. Fiscal problems 
in every state with which I am familiar are 
acute. Our New York problem is this: 

When Governor Lehman took office six years 
ago, he faced an accumulated deficit of ap- 
proximately one hundred four million dollars. 
After struggling for its liquidation, he suc- 
ceeded last June in wiping it out. This was 
accomplished by drastic economy, in the re- 


cession accompa- 
nied by decreased revenues on the one hand 
and the increased unemployment relief and 
state aid commitments on the other, have pro- 
duced another unfavorable situation and the 
outlook is that New York will face a fresh 
deficit at the end of its fiscal year, June 30, 
1939, of about thirty-three million dollars. 

In Michigan, I understand that the budget 
director announced at the close of last year, a 
deficit of about eigth million dollars, and that 
he estimated it may be as high as 25 million at 
the close of the current fiscal year. 

Pennsylvania, according to reliable informa- 
tion, will have a deficit approximating 45 mil- 
lion dollars. The conservative Commonwealth 
of Massachusetts is facing difficult fiscal prob- 
lems. It seems that state is facing a sizeable 
deficit and that new tax measures are being 
considered. Among those prominently men- 
tioned is a retail sales tax. 

I merely mention these facts in order to 
point out that, at the present time, states which 
have difficult financial problems to solve are 
the rule, not the exception. 

Federal taxation exercises a powerful influ- 


* 
: 
ve 
: 
q 
| 
a 
| 
|. 
a 
4 
| 
~ 
; 


118 STATE GOVERNMENT 


ence on the fiscal policies of states. The gov- 
ernor and legislature, when framing revenue 
laws, cannot ignore the taxes already laid by 
the federal government. As a matter of fact, 
the federal government has pre-empted, or 
nearly so, many tax fields. It will be recalled 
that prior to the beginning of the century, the 
national government secured its financing 
through custom duties and excises laid on such 
objects as tobacco and liquor; in fact, it was 
not until the world war that the federal gov- 
ernment invaded, almost to the point of monop- 
oly, such fields as the taxation of incomes and 
inheritances. The situation has reached a point 
where virtually every important object or source 
of taxation is subject to duplicate taxation. 
Some of the more important ones, as for in- 
stance, incomes and inheritances, are taxed so 
heavily by the federal government that the 
states are prevented from obtaining any sub- 
stantial amount of revenue from those sources. 
The lack of coordination and integration of 
the federal revenue system on the one hand 
with the state revenue systems on the other, is 
not only illogical and unfair to the taxpayers, 
but inimical to the economy of the nation and 
the several states. A serious condition exists 
which ultimately must be faced and solved. 


The cost of local government 


For obvious reasons, readily understood, it 
is difficult to separate the fiscal problems of 
an American state from those of its localities. 
Municipal subdivisions are created by the state, 
and to them are delegated certain powers, du- 
ties and functions. Through these agencies the 
state performs some of its responsibilities. Hav- 
ing granted powers and imposed obligations, 
the state naturally has some responsibility to 
see that the municipal subdivisions have ade- 
quate means of financing the functions with 
which they are charged and, if local resources 
are inadequate, that the commonwealth extend 
some assistance. Plans for sharing state col- 
lected taxes and extending state aid are com- 
mon in New York and other states. 

Since the turn of the century, especially dur- 
ing the last twenty years, the cost of state and 


local government has increased rapidly. A 
discussion of the reasons is not relevant here, 
but some allusion to them is unavoidable. In 
the main, the increase has been due to new 
inventions, a higher standard of living which 
is naturally reflected in governmental costs, 
greater interest in public education, awakened 
social consciousness, and finally, the prolonged 
business depression. 


“Politics” and taxes 


As taxes increase, it is natural, of course, to 
blame such increase on politics, inefficiency, 
waste and extravagance on the part of public 
officials. Just a word about that. Every citizen 
should understand that taxes are the result of 
expenditures; that expenditures are occasioned 
by rendering governmental services and that 
services are inaugurated at the request of the 
people, or some group or block of them. 

“Politics” as such, has played comparatively 
little part in the increase in the cost of govern- 
ment in the State of New York, and I venture 
to say that is true in many other states. We 
live under systems of representative govern- 
ment. The people are the real rulers. They 
decide through their elected representatives 
what services they desire their governments to 
perform. It is not uncommon to see a group 
at one legislative session advocate the inaugura- 
tion or the extension of a service and at another 
session oppose the tax measures necessary to 
finance the cost. Much of our difficulty is 
directly attributable to our failure to reckon 
costs in advance, to our failure to calculate be- 
fore a service is inaugurated or an improvement 
authorized, whether or not we can afford it in 
good times and bad. The worst I can say about 
politicians—meaning political leaders and of- 


‘fice holders—is that sometimes they are too 


“anxious to please”; that they are followers 
rather than leaders of thought; that they try 
to discover what the people want and advocate 
it because of its popularity. 

“Inefhiciency, waste and extravagance’—let 
us see about these. I am mindful that the New 
York State service is by no means perfect. | 

(Continued on page 129) 
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PROGRESS AGAINST STATE TARIFFS 


State legislators turn thumbs down on new trade barriers 


HE spread of interstate trade barriers was 
[ vieeaty stopped in the 44 states which 

have held regular legislative sessions 
this year. This is largely the result of an un- 
precedented example of cooperative effort on 
the part of the states themselves to eliminate 
hindrances to, and unwarranted restrictions on, 
trade within the boundaries of the United 
States. Less than six months ago the states, 
through their joint agency, the Council of 
State Governments, with the codperation of 
many departments of the Federal government, 
a number of associations of public officials and 
various trade and agricultural organizations 
inaugurated a campaign to eliminate state 
tariffs on interstate commerce. The press and 
radio of the nation joined with officials and 
citizens in a concerted drive to reverse the 
trend toward state isolationism. 


Survey records progress 


The combined efforts of these agencies have 
succeeded in stopping the growth of trade bar- 
riers. It is seldom that definite progress in 
an undertaking of this type can be reported be- 
fore years have elapsed. A preliminary sur- 
vey of the present situation with respect to 
trade barriers, however, indicates that progress 
has been made toward the objectives formu- 
lated and adopted by the National Conference 
on Interstate Trade Barriers, which was held 
in Chicago last April. This meeting of legis- 
lators and public officials was held while most 
legislative bodies were in session and while 
there was yet time to bring the matter to leg- 
islative attention. 

The Conference crystallized both immediate 
and long-term programs of action in four speci- 
fic fields: taxation, agriculture, liquor control, 
and commerce and industry. 

From the 44 capitols in which state law- 
makers met this year have come reports, neces- 


sarily still incomplete, which indicate not only 
a halting of the trend toward a Balkanized 
America, but also indicate the beginning of 
a movement in the opposite direction. 

One of the most popular forms of discrim- 
ination between states has been the levying of 
taxes upon out-of-state trucks and motor 
vehicles. Such discriminations are easy to 
enforce and are unquestionably effective in 
“saving the home market for the home truck.” 


Truck barriers rejected 


The Agricultural Committee of the National 
Conference on Interstate Trade Barriers, 
headed by Dean W. Peisen, a member of the 
Iowa General Assembly, recommended that 
“under no circumstances should heavier taxes 
be applied to non-resident truckers as com- 
pared to resident truckers,” and advised that 
the states make all possible speed in facilitating, 
rather than hindering, the movement of inter- 
state commerce—to the end that producers 
and consumers alike may reap the benefits of 
an unhampered flow of goods. 

Early this year, the Texas legislature 
threatened to enact a port-of-entry bill in di- 
rect retaliation against Oklahoma, which in 
1937 had established a port-of-entry system 
and thus set up what Texas considered an un- 
friendly boundary wall along the Red River. 
The Oklahoma legislature repealed its port-of- 
entry legislation and Texas dropped her pro- 
posal to establish a similar system. 

In New Mexico, the legislature approved leg- 
islation permitting the state to enter into recip- 
rocal agreements with other states to permit 
livestock growers to use their motor vehicles 
in both states by paying a license fee only in 
their resident state. New Mexico also lowered 
restrictions on trucks bringing lumber and 
livestock into the state so that now this type 
of trade is exempt from any sort of special 
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taxation unless the commodities are peddled 
directly from the truck. Much of the friction 
which threatened to cause a serious interstate 
motor vehicle trade war, centered in this 
southwestern area, has been thus eliminated. 

In the same area, Arizona defeated a bill 
which prohibited the interstate or intrastate 
transportation of inflammable liquids in motor 
vehicles in quantities greater than 1500 gallons. 
In Missouri, Governor Stark vetoed a truck 
bill, one phase of which, in his opinion, would 
have set up a barrier to interstate trade. 


New England defeats tariffs 


New England states likewise have refused 
to enact barriers to motorized interstate com- 
merce. Connecticut defeated bills which would 
have limited the number and size of gasoline 
tanks on interstate trucks and buses in order 
to compel their operators to buy Connecticut 
gasoline. New Hampshire adopted legislation 
extending to out-of-state owners of pleasure 
vehicles the right to operate upon New Hamp- 
shire roads without additional registration, 
provided the vehicles were registered in a state 
which extends a like privilege to New Hamp- 
shire residents. At the same time New 
Hampshire extended from July 1, 1939 to 
December 1, 1939 the time during which non- 
resident motor vehicle trucks may be used for 
timber salvage without registration in New 
Hampshire. 

Much progress has been made toward devel- 
oping order out of the chaos and near warfare 
that has resulted from the provision of the 
Twenty-first Amendment which makes the 
states all-powerful in the control of interstate 
as well as intrastate liquor traffic. Particularly 
important was Indiana’s repeal of the port-of- 
entry and beer importation provisions of the 
Indiana Alcoholic Beverage Control Act. 


Signed by Governor Townsend, on March Ist, — 


this measure was the result of the efforts of 
Ohio, Indiana, Illinois and Michigan to dis- 
cover a cooperative solution of conflicting 
liquor control provisions. 

Although a last-minute legislative jam 
thwarted efforts of Michigan legislators to re- 


peal the discriminatory features of the Michi- 
gan Liquor Control Law at this session, the 
Liquor Control Board of that state has at- 
tempted to administer the law with as little 
discrimination as is possible under its provi- 
sions. Sympathy with Michigan’s efforts was 
quickly shown by the California legislature, 
which refused to adopt several retaliatory 
measures proposed against products manu- 
factured in Michigan and certain eastern 
states which now impose discriminatory taxes 
on California wine. California legislators also 
defeated a bill which would have placed a dis- 
criminatory tax on beer brewed in certain states. 

The Missouri legislature repealed the so- 
called anti-discriminatory liquor act of 1937, 
which was potentially one of the greatest bar- 
riers in the entire field. Although the repeal 
of Indiana and Missouri liquor barriers was 
the year’s outstanding development in this 
field, other states also made notable improve- 
ments. The Connecticut legislature defeated a 
bill that provided for a tax of seven cents a 
gallon on out-of-state beer sold in Connecticut; 
the Oregon legislature defeated legislation de- 
signed to impose discriminatory tax on out- 
of-state fruits brought into the state by distil- 
leries and wineries. | 

New Jersey applejack might have gained 
protection from out-of-state competitors had 
not the New Jersey legislature refused a fifty 
per cent reduction in the gallonage tax on the 
local product. The same legislature killed a 
bill which would have prevented importers of 
alcoholic beverages from soliciting business 
within the state without first obtaining a New 
Jersey license. The New Jersey Cooperation 
Commission actively opposed these measures 
because of the trade barrier principle involved. 


Local preference bills fail 


At the National Conference on Interstate 
Trade Barriers, the Committee on Commerce 
and Industry expressed unqualified opposition 
to one of the oldest types of trade barriers— 
legislation granting preferences to local materi- 
als and products in state purchases. Easy to 

(Continued on page 132) 
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CONGRESS REVAMPS SOCIAL SECURITY 


- Amendments to the Social Security Act pass House, pending in Senate 


By GLEN LEET 
Editor, Washington News Letter on Social Legislation 


August 14, 1935, the Social Security Act 


Fx the first time since its enactment on 
is undergoing major revisions. A num- 


ber of these revisions are of direct concern to 


the states, and will affect social planning and 
fiscal programs considered by state legislatures. 
The amendments, however, are of such a 
character that few states will find it necessary 
to hold special sessions in order to benefit by the 
changes. Most of the amendments grew out 
of the reports submitted to Congress early this 
year by the Social Security Board and the 
Advisory Council on Social Security. The 
House Ways and Means Committee spent 
over two months in holding hearings on the sub- 


ject, and on June 10 the House of Representa-. 


tives by a vote of 362 to 2 passed the bill as 
recommended by the Committee. In the Senate 
the bill has been referred to the Finance Com- 
mittee, where it is known that a number of 
changes are contemplated. 


Benefits for aged liberalized 


Amendments to the Federal old age insur- 
ance system which have already passed the 
House will have some affect on the public as- 
sistance problem of states. These amendments 
provide more liberal benefits for the aged dur- 
ing the early years of the system, and supple- 
mental benefits for aged wives, widows, de- 
pendent parents and dependent children. Bene- 
fit payments will begin on January 1, 1940. 
These changes will result in payments during 
1940 of about a hundred million dollars, which 
in 1945 will have increased six or seven fold. 
The average benefit in 1940 will amount to 
about $25.85 a month for an aged individual 
and $38.78 a month for an aged couple. It 
is likely that about a quarter of the people re- 


ceiving insurance benefits would otherwise 
be dependent upon public assistance. It is not 
possible to estimate accurately the effect old 
age insurance will have on state public as- 
sistance programs, but it will certainly slow 
down the rate of increasing need, and eventu- 
ally it may reverse the trend. A few influential 
New Dealers, who believe more money must 
be pumped into circulation now as a means 
of promoting recovery and bringing about 
a higher national income, are working on 
amendments which would greatly increase 
benefit payments during the next few years. 
If their plans prevail, these larger early bene- 
fit payments will materially decrease the num- 
ber of individuals seeking old age assistance. 
Survivorship benefits 

The amendments affecting old age insur- 
ance passed by the House recognize the shift 
in emphasis in social insurance which can be 
accomplished by providing survivorship bene- 
fits to the dependents of eligible persons. An 
aged widow of a person eligible for old-age 
benefits is eligible for a monthly benefit which 
is equal to three-fourths of her husband’s 
primary insurance benefit. A dependent orphan 
is eligible for an orphan’s benefit equal to one- 
half of the primary insurance benefit of the 
parent. A widow who has in her care one or 
more dependent children receives a benefit 
equal to three-fourths of her husband’s primary 
insurance benefit. A dependent parent of an 
individual eligible for old-age insurance who 
dies leaving no widow and no dependent child 
is eligible for a monthly benefit of one-half 
the primary insurance benefit of the individ- 
ual. If the individual dies leaving no survivor 
entitled to one of the benefits mentioned above, 
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a lump sum equal to six times his primary in- 
surance benefit is payable to a surviving close 
relative or to the person assuming responsibil- 
ity for the funeral expenses of the deceased. 


Wagner Amendment 


In addition, there has been proposed by 
Senator Wagner an amendment which pro- 
vides disability benefits to individuals who are 
totally and permanently unable to work by 
reason of illness or injury not arising out of 
employment. To an eligible person a primary 
disability benefit is payable which is an amount 
equal to his primary insurance benefit, except 
that if such individual’s current disability be- 
gins after he attains the age of 55, his primary 
disability benefit shall be reduced to 80 per cent 
of his primary insurance benefit. A disability 
benefit is payable to a dependent child of an 
individual entitled to primary disability bene- 
fits equal to one-half of the individual’s pri- 
mary disability benefit. Moreover, the Social 
Security Board, under the terms of the Wagner 
amendments, is authorized to provide for the 
furnishing of medical, surgical, institutional 
rehabilitation, or other services to individuals 
who are entitled to receive primary disability 
benefits, if such services may aid in enabling 
such individuals to return to gainful work. 

The bill as passed by the House raises the 
limit on aid to the aged and aid to the blind 
from $30 to $40. This increase seems likely to 
be accepted by the Senate. Few states will find 
it necessary to enact immediate legislation on 
this point as present payments are generally 
well below the present $30 limit. 

In a last minute amendment the Ways and 
Means Committee and subsequently the House 
decided to increase the Federal contribution 
for aid to dependent children from one-third to 
one-half. This change will enable states to 
provide more adequate care for dependent 
children. Although this means additional Fed- 
eral aid, states will not find it appropriate to 
reduce their present expenditures for aid to de- 
pendent children as this program has been 
lagging far behind old age assistance in most 
states and many of them have long waiting 


lists of eligible cases. The House has increased 
the age limit from 16 to 18 in the case of chil- 
dren regularly attending school. Many states 
have anticipated these changes and can make 
the necessary adjustments administratively, 
but a few states with inflexible laws may not be 
able to accept the additional funds without 
special legislation, unless their attorney-gen- 
erals can produce rulings which are master- 
pieces of rationalization. Incidentally, in states 
where the legislatures meet before 1941, it 
might be advisable to enact similar anticipatory 
legislation which will permit states to cooper- 
ate with the pending national health program. 


Income and resources considered 


Public assistance titles to the Act will also be 
amended to require that the state, in determin- 
ing need, must take into consideration any in- 
come and resources of an individual. This 
reasserts and strengthens a present Board pol- 
icy. It makes it quite clear that Federal funds 
will not be available to match the flat grant 
pension plans which have been contemplated 
in a number of states. 

In the Senate there is strong sentiment in 
favor of the recommendation of the Social 
Security Board to require that state plans for 
the administration of unemployment compen- 
sation and public assistance be administered 
in accordance with a merit system. A poll con- 
ducted by the Washington News Letter on So- 
cial Legislation indicates that over 90 per cent 
of state public assistance and unemployment 
compensation administrators favor this require- 
ment. Although the House feels no enthusi- 
asm for this proposal, a number of the most 
powerful Senators are determined to push it 
through. Senator Alben Barkley, the majority 
leader, with somewhat unhappy memories of 
the last campaign, is giving strong support. 

Congress seems likely to enact legislation 
prohibiting political activities on the part of 
Federal officials and also state officials en- 
gaged in the administration of programs fin- 
anced in part from Federal grants. This 
would affect state highway departments as well 

(Continued on page 131) 
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GOVERNORS 


Governors hold sessions in Albany, recess for Hyde Park and New York Fair visits 


HE thirty-first annual 
meeting of the Gov- 
ernors’ Conference is 
under way in Albany, New 
York, as this issue of STATE 
GOVERNMENT goes to press. 
Already Governors from 
more than half of the states 
have arrived and are par- 
ticipating in the discussions 
and activities of the occa- 
sion. The Governors, their 
aides and families arrived in 
Albany by train and plane 
and on Sunday afternoon 
were received at the Execu- 


tive Mansion. 
Governor and Mrs. Leh- 


man had planned dinners 
and entertainment for the 
sojourn in Albany. Special 
aides were assigned to the 
Governors; and their wives were entertained by 
Mrs. Lehman and other social leaders. 

The first business session was held on Mon- 
day morning in Governor Herbert H. Lehman’s 
Executive Chamber, where portraits of New 
York’s former chief executives which lined the 
walls lent an air of historical dignity to the 
occasion. Here the 1939 Governors discussed 
problems of state government, the complexity 
of which would have amazed their illustrious 
and silent ‘on-lookers. 

Governor Robert L. Cochran, Chairman of 
the Governors’ Conference, presided, and a wel- 
come to the visiting state executives by Gover- 
nor Herbert H. Lehman was acknowledged by 
Governor George D. Aiken of Vermont. 

Discussions of the first session centered around 
Federal-state relations in the administration of 
a number of public services. Remarks by Gov- 
ernor Raymond E. Baldwin of Connecticut to 


THE ROOSEVELT HOME AT HYDE PARK 
. -« where Governors met President 


the effect that public works should not be the 
expression of an economic theory of despera- 
tion, brought many Governors to their feet in a 
friendly exchange of experiences with Federal 
relief and public works in their respective states. 

Much interest was evidenced in Governor 
Harold E. Stassen’s analysis of Minnesota’s 
new approach to labor relations. Governor 
Lloyd C. Stark of Missouri, speaking on law 
enforcement, traced the development of his 
fight against the Pendergast machine from its 
beginnings to the final indictment. 

The newly elected Executive Committee of 
the Governors’ Conference includes Lloyd C. 
Stark of Missouri, Chairman, Robert L. Coch- 
ran of Nebraska, George D. Aiken of Vermont, 
M. Clifford Townsend of Indiana, and Burnet 
R. Maybank of South Carolina. A summary 
of discussions and activities of all sessions 
will appear in August. 


te. 
|| 
q an 
Acme Photo 
| 3 
eke 
| 
ts 
| 
! 
ae 
A 


124 


WASHINGTON NEWS NOTES 


Congress considers proposals involving states’ interests 


By RICHARD SAUNDERS, Washington Correspondent 


Outlining the 
Treasury's views 
before the House 
Ways and Means Committee in connection with 
the new tax bill, Secretary Morgenthau sug- 
gested that a “small temporary national com- 
mission” be created “to report to Congress as 
soon as feasible on the various aspects of inter- 
governmental fiscal policy.” Such a commis- 
sion, he believes, should be composed of men 
of outstanding ability “who are familiar with 
fiscal problems but who will represent the pub- 
lic at large rather than particular governmental 
units.” He also suggested that provisions for 
taxing future issues of federal, state and local 
securities be worked into the tax bill due to 
his belief that the immunity now enjoyed by 
these securities tends to nullify the progressive 
surtax rates. The committee took the view, how- 
ever, that a tie-up of this sort would delay action 
on the tax bill and that it would be better to 
consider the taxation of public securities sepa- 
rately. A confused situation would be brought 
about if the bill were held up, due to the fact 
that it provides for the continuation of the so- 
called “nuisance” taxes that expire on June 30. 
These taxes involve a series of miscellaneous 
sales levies including the one cent a gallon fed- 
eral tax on gasoline. The bill also provides for 
a revision in the corporate tax structure. 


PRoposAL FoR TAX 
ConFuiict Stupy 


Revier Bit Provives While the relief 
FoR Pustic Works bill being pro 

cessed in Congress 
follows in the main the suggestions made by 
the President, it contains a number of restric- 
tions intended to improve the operation of the 
program. Among other changes, the measure 
provides for the allotment of some of the relief 
funds to the PWA so as to permit a small pro- 
gram to be carried on during the next fiscal 


year. Concerning the section of the measure 
providing for the continuation of the work 
relief program, the House has voted to substi- 
tute a three-man board for the present WPA 
administrator, has written in a formula appor- 
tioning work relief among the various states, 
and has adopted language for the purpose of 
requiring communities to assume a larger por- 
tion of the cost of projects. All of these changes 
were advocated by the appropriations Commit- 
tee. Work relief would be apportioned on the 
basis of jobs instead of money. In addition, cer- 
tain other limitations were adopted such as one 
prohibiting political activity on the part of ad- 
ministrative employees and one placing a limit 
on the length of WPA employment. Funds are 
carried for the National Resources Committee 
and certain other agencies that have been re- 
ceiving allotments from the relief bills. Efforts 
are being made in the Senate to eliminate some 
of the House changes, particularly the one 
setting up a three-man administrative board 
which Work Progress Administrator Harring- 
ton has labeled as unworkable. 


State “Farr TRADE” An investigation 
Laws Stup1ep of resale price 

maintenance a s 
practiced under various state “Fair Trade” laws, 
is now being conducted by the Federal Trade 
Commission. It is planned, among other things, 
to cover the following points: 1) the prices 
charged by manufacturers and retail dealers for 
commodities under price contract as compared 
with prices for similar products not covered by 
price contracts; 2) the quality received by the 
consumer in the commodities purchased under 
both systems; 3) methods employed in obtain- 
ing the support of industry and the wholesale 
and retail trades in connection with resale price 
maintenance. 
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ATTORNEY-GENERALS 


Leading decisions of the recent term of the Supreme Court in review 


the Constitution, which were handed 

down during the recently concluded 
term of the United States Supreme Court re- 
flected greater emphasis on economic and socio- 
logical factors. The infusion of new blood 
through the four appointments by President 
Roosevelt has produced—in the words of Jus- 
tice Frankfurter—a “reconstruction in the mem- 
bership of the Court” and a decided disposition 
to re-examine doctrines of the past, resulting in 
numerous lower court reversals and, probably, 
the registration of more dissenting votes than 
in any other one term of the Court. 


Die embodying interpretations of 


Revised interpretations 


While the greatest change has taken place 
in the field of taxation by the overthrow of the 
doctrine of reciprocal governmental tax im- 
munity, the most important innovation has 
been the interpretation of the Commerce Clause. 
The scope of this power has been extended to 
cover situations heretofore regarded as the ex- 
clusive concern of the states. Congress may 
now validly regulate wages, hours, output, 
prices, and labor relations in enlarged spheres. 

In the N.L.R.B. v. Fainblatt case, the Court 
held that the Labor Board had jurisdiction to 
regulate employer-employee relationships of in- 
trastate manufacturers, on the ground that a 
labor dispute might lead to a strike and to a 
reduced output, which, in turn, would curtail 
the interstate shipments of the distributor who 
had contracted for the manufactured products. 

As a supplement to this case, the same ma- 
jority upheld the Agricultural Adjustment Act 
of 1938 as a valid exercise of the commerce 
power, giving effect to the “stream” or “cur- 
rent” of commerce theory over the contention 
that the sales regulated by the Tobacco Inspec- 
tion law constituted intrastate transactions im- 
mune from federal regulation. 


This same line of reasoning was invoked to 
sustain the Agricultural Marketing Agreement 
Act of 1937 and the milk marketing orders 
under the statute. 

Other decisions of widespread public interest 
include: the TVA case, which prohibits elec- 
tric power companies from questioning the con- 
stitutionality of the TVA program; the Fan- 
steel case, which denounced the sit-down strike 
as a “high-handed proceeding without a shadow 
of legal right”; and the Child Labor case in 
which the Court held that the question of 
validity of ratification was a matter for the 
state authority to determine since this contro- 
versy is political rather than judicial. As to the 
time within which a ratification may take 
place, the Court would not say what is reason- 
able or unreasonable as this is a matter for 
Congressional decision. 

Civil liberties 

The question of civil liberties came before 
the Supreme Court through the medium of a 
Jersey City ordinance controlling public meet- 
ings and distribution of literature. It was held 
that the due process and equal protection clauses 
of the Constitution prevent abridgment by the 
state of the inherent rights of freedom of 
speech and assembly. This decision does not 
deny the fact that the states, through their police 
power, may enact legislation controlling activi- 
ties of this nature. The fall term of the Court 
will hear new leaflet distribution cases as certi- 
orari has been granted and probable jurisdic- 
tion noted in the cases of City of Milwaukee v. 
Snyder and People v. Kim Young. 

In the field of criminal law, the Supreme 
Court condemned the New Jersey “gangster” 
statute for failure to define with sufficient cer- 
tainty the meaning of the word “gang” and 
hence not sufficiently apprising those subject 
thereto of the precise nature of the offense. 
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SECRETARIES OF STATE 


Plans for Twenty-Second Annual Conference nearing completion 


our days of in- 
tensive work and 

play face Secre- 
taries of State attend- 
ing the Twenty-sec- 
ond Conference of the 
National Association 
at the Balsams Hotel, 
Dixville Notch, New 
Hampshire, Wednes- 
day through Saturday, 
August 16-19. With 
Secretaries of 36 states 
already indicating 
their intention to be 
present, the Twenty- 
Second Conference 
promises to break all 
records of the Associa- 
tion’s annual meetings. 
Advance plans for 
the meeting include 
sessions devoted to 


Election Procedure, 
headed by Frederic W. 
Cook, Secretary of the 
Commonwealth of 
Massachusetts, will 
seek unanimous rec- 
ommendations from 
members of the Na- 
tional Association on 
this subject. 

The Standing Com- 
mittee on State Pub- 
lications, whose chair- 
man is Edward J. 
Hughes, Secretary of 
State of Illinois, has 
given consideration to 
the presentation of 
comparable material 
in each of the state 
manuals. The recom- 
mendations of _ this 
Committee will affect 


election administra- 
tion in the states, im- 
provement of state 
publications, study of state trade mark registra- 
tion laws and the regulation of corporation 
licensing and registration. 

The adoption of permanent registration by 
New Mexico this year has called attention to 
the Secretaries of State the need for the estab- 
lishment of general principles governing the 
administration of elections, which may be fol- 
lowed by every state. New Mexico is the first 
state of lesser population to adopt this system 
and its problems will vary markedly from those 
encountered in the larger states and cities. The 
question of ballots is one which has received 
attention from the National Association for 
many years, and the Standing Committee on 


DIXVILLE NOTCH, NEW HAMPSHIRE 
Where Secretaries will gather . . . 


24 Secretaries of State 
who are the editors of 
these books of infor- 
mation concerning the various functions of the 
several state governments. 

Enoch D. Fuller, Secretary of State of New 
Hampshire and host to the Conference, has out- 
lined an entertainment program which will ap- 
peal to all members of the families of the Secre- 
taries of State. In addition to various sports and 
scenic trips in New Hampshire’s White Moun- 
tains, the entertainment will include a northern 
woodsmen’s guide show on Lake Gloriette, with 
exhibitions of canoe tilting and racing, fly cast- 
ing and log rolling. A barbecue luncheon on the 
lake shore and music by a genuine New Hamp- 
shire hill-billy band will complete the festivities 
of the occasion. 
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A BULWARK OF AMERICAN 
FREEDOM 


(Continued from page 116) 


stroyed every vestige of importance, dignity 
or power in every subdivision of the parent 
state. The very expression “totalitarianism” 
implies total authority in one place and in one 
individual. 

In Europe, such a trend toward a single, 
arbitrary authority is justified chiefly on the 
ground of efficiency. Everything must be sub- 
ordinated to the prime necessity of powerful, 
efficient government. Against the necessity for 
arbitrary power to preserve and magnify the 
state and defend it, all rights of individuals 
must be subordinated. The rights of minor 
subdivisions, liberties of citizens and the exer- 
cise of economic independence—all must go 
before the imperative need of the state. Such 
is the reasoning which has led to dictatorship 
abroad, and we have not been immune from 
the contagion. Here too, men have been willing 
to sacrifice the freedom of democracy for the 
efficiency of the state directed by a single will. 
If we are to preserve democracy, we must be 
willing to admit that representative govern- 
ment compared with arbitrary government is 
slow, frequently confused and sometimes gross- 
ly inefficient. But against these defects, we 
must weigh the importance of freedom, indi- 
vidual liberty, and the right of self-government. 
We cannot have the efficiency of an autocrat 
and the freedom and individual enterprise 
which is the glory of a democracy. We must 
choose. Thus far, we have shown little appre- 
ciation of the need of this choice and have 
been progressively accepting steady enlarge- 
ment of federal authority and continued im- 
pairment of the sovereignty of the states. 


Extension of federal commerce power 


Only recently, a much more dangerous 
threat to the power and dignity of the states 
has made its appearance. What we have been 
discussing up to now has been executive and 
legislative encroachments upon state sover- 
eignty. Comparatively recent decisions of the 


Supreme Court of the United States dealing 
with the powers of the state to regulate busi- 


- ness and commerce within its own borders have 


apparently opened wide a new avenue of at- 


tack. Hitherto, both the practice of the states: 


and the decisions of the Supreme Court have 
assumed the complete power of the state to 
regulate and control intrastate business. The 
Supreme Court, however, by several recent 
decisions, has practically given to the Congress 
unlimited power to regulate both intrastate and 
interstate business. Up to now, it has been ac- 
cepted as sound law that producers of goods 
were not subject to federal control. The recent 
milk decision of the Court indicates that it now 
holds that the producers of goods are subject to 
federal control because the commodity involved 
may possibly go outside of the state. 

Early this year, the Supreme Court decided 
a case involving the manufacture of sports’ wear 
for women and held that such an industry was 
subject to federal authority, even though the 
goods might not go outside the state boundaries. 
They made this decision on the grounds that a 
strike of a few employees in such an industry 
might affect interstate commerce. 


Federal control of intrastate trade 


This makes it pretty definite that manufac- 
turers, whether engaged in intrastate or inter- 
state business, are subject to federal authority. 
This makes a very distinct revolution in the 
attitude of the court toward the Commerce 
clause of the Constitution. Formerly it was held 
that purely intrastate transactions were not sub- 
ject to this clause, but little by little, the Su- 
preme Court has granted more and more 
absolute authority to Congress to regulate pro- 
duction of all kinds. 

This trend of decisions of the Supreme Court, 
if continued, will strip the state governments 
of much of their power and leave them only 
the function of exercising police power, that is, 
the maintenance of order and, even in this field, 
there are a number of laws which provide for 
federal interference in the enforcement of law. 
The whole Wagner Labor Relations Act is a 
clear infringement of state rights according to 
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the doctrines which the Court conceived for a 
century and a half. Here is a realm in which 
conditions vary so widely that it is impossible 
to draft a federal law which will work satis- 
factorily in all of the states. A labor relations 
law which would be satisfactory in the great 
state of New York is utterly unworkable in 
a purely agricultural state like Iowa. A labor 
law which would operate successfully in the 
state of Washington would probably be unjust 
and unequitable in the state of Alabama. This 
attempt to deal with all sorts of labor relations 
by means of a federal law instead of leaving 
this type of law to the states, illustrates exactly 
why a federal union is essential to the success- 
ful working of the American type of representa- 
tive government. We tried the experiment of 
prohibition on a national scale and found it a 
lamentable and grevious mistake and yet, there 
were many agrarian states where, prior to the 
passage of the national prohibition law, under 
local option laws, the sale of alcoholic beverages 
was completely forbidden. The simple truth, of 
course, was that in the latter class of states the 
people were agreeable in overwhelming ma- 
jorities to prohibition, whereas, in the larger and 
more cosmopolitan states, the majority was 
heavily against a law of this kind. 


Diversity of state problems 


One cannot overemphasize the danger to the 
citizen of the United States of undermining a 
government which limits the federal authority 
to its legitimate and logical field where things 
must be done in common, and reserves all other 
powers to the individual states. Our country is 
so vast physically, conditions vary so widely, 
climatic conditions vary so tremendously and 
the habits of peoples have such great diversity 
that attempts to deal with them all in the inti- 
mate details of life by a common yardstick, is 
palpably impossible. 

If we break down the system of sovereign 
states in a federal union of limited powers into 
one single great governmental unit, we take 
most surely the first steps toward ultimate dis- 
union and separation of what is now the United 
States into a half dozen separate nations and 


thus reproduce here exactly the conditions 
which have made of Europe a warring camp 
from time immemorial. We have enjoyed peace 
throughout the entire area of the United States 
for 150 years with one single exception, that of 
the Civil War, because our system was elastic 
enough to adjust itself to the needs of widely 
separated and widely varying sections. A sys- 
tem of sovereign states lends itself to the acute 
necessities of this situation. If we permit the 
destruction of this system, we invite ultimate 
collapse of the kind of government we have 
enjoyed for 150 years and under which we have 
prospered beyond all comparison. — 


New public interest 


Personally, I do not believe we are going to 
destroy one of the foundation stones in the 
structure given to us by the men who founded 
this government. I think the people are gradu- 
ally awakening to the danger which impends. 
There are many evidences of this growing con- 
cern. The need to restore well tested methods 
of administering the law and preserving order 
and promoting the common welfare, has been 
shown in a widespread revival of the interest 
of the American people in their own govern- 
ment. A very real responsibility rests upon the 
shoulders of all men who enjoy any degree of 
leadership in politics; a responsibility to foster 
—and emphasize to those who follow them— 
the vital imperative necessity of preserving the 
three great characteristics of the American sys- 
tem of government. Let me in conclusion, re- 
cite them again: 

The division of authority over us into three 
separate departments both in federal and state 
governments and the maintenance of the inde- 
pendence of each of these departments from 
any dictation by the others; 

The preservation of a written Constitution as 
the supreme law of the land, superior to the will 
or power of any elected official; and of equal 
importance to both of these— 

The preservation of the sovereignty of the 
respective states of the Union in all of the 
powers of a sovereign government save those 
delegated specifically to the federal authority. 
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MODERN TAX ADMINISTRATION 
(Continued from page 118) 


hold no brief for government service in the 
aggregate. Nevertheless, having spent many, 
many years of my life in the public service, I 
say unhesitatingly that public service is more 
efficient than is generally believed and that 
much less waste and extravagance exists than 
is generally assumed. Frequently, I have mar- 
veled at the earnestness, interest and zeal which 
public officers, and employees display in their 
work, with slight hope of recognition or re- 
ward. And I am of the opinion, if comparisons 
could be made, we should find that many of 
our public offices are quite as efficiently and 


economically operated as are many private - 


businesses. 

Observation and experience have led me to 
believe that the great increase in the cost of 
state and local government has been due to the 
demand for new and increased public services, 
frequently inaugurated as the result of group 
action, without considering the ultimate cost 
or the ability of the people to defray the cost. 
Increasingly in the future we will find it neces- 
sary to scrutinize every proposal which may 
result in increased taxes. Moreover, it is en- 
tirely conceivable that we may find it necessary 
to review previous commitments and that we 
abandon or curtail some of the services which 
have been inaugurated. 


The dilemma of public demands 


The continuing demand for public services 
and the increasing protest against large gov- 
ernmental expenditures, make it necessary to 
continue to provide public services, reduce costs, 
and decrease taxes, all at the same time. If 
these contrary demands result in more rational 
and compact organization of our state govern- 
ments, some permanent good will have been 
‘accomplished. The centralization and con- 
solidation of tax administration in New York 
State may serve to illustrate what can be ac- 
complished in this direction. 

Although I am the head of the Department 
of Taxation and Finance, I shall endeavor with- 


out prejudice to describe how the plan for a 
central department for the administration of 
all revenue laws is working out in New York. 
In the first place, we have reduced the cost of 
collecting state revenue. During the first year 
of the consolidation, when tax administering 
units were simply transferred to the state Tax 
Department and continued to function much 
as they did before, the cost of collecting $100 
of revenue was $1.88. Since then, the cost has 
been as low as 71 cents for the collection of 
$100 of revenue. In 1937, it was 76 cents and 
while the figures have not been compiled for 
1938, the cost was slightly lower. You will 
understand, of course, that large collections in 
good years and shrinkage in revenue in bad 
years influenced the rate from year to year. 


Results of centralization 


From the reorganization, these favorable re- 
suits were possible because: (a) overhead was 
reduced; (b) a single chain of offices served for 
all purposes; (c) machinery and office equip- 
ment did double duty; (d) office staffs were 
more flexible and could be shifted as occasion 
required from one unit to another. 

In the second place, the plan brought about 
uniformity of policy in tax administration. It 
permitted the building up of a permanent force 
trained in the administration of tax laws. It 
removed confusion in the public mind as to 
which of several departments one should send 
his communications or reports. 

In the third place, efficiency in tax adminis- 
tration was greatly increased. The tax admin- 
istrator cannot just sit in his office and receive 
returns and remittances, taking it for granted 
that each taxpayer is informed and honest. Tax 
administration does not consist merely of re- 
ceiving reports and accepting remittances. Re- 
turns must be audited in the office and some- 
times in the field. Moreover, investigators must 
go out into the highways and by-ways of the 
state and locate those who should have filed 
returns but who have failed to do so. We have 
found by experience that the techniques devel- 
oped in the administration of one tax are help- 
ful in the administration of another. We have 
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also found that in a consolidated department 
we have a greater variety of types of ability 
and usually we can find a man in our organ- 
ization qualified for any job to be undertaken. 


Taxpayers required to report 


In the main, the tax laws we administer re- 
quire taxpayers to file reports with us, usually 
accompanied by a part or all of the tax due. 
All such reports are audited in the office by 
skilled auditors, pursuant to a developed audit 
procedure. Should important questions arise 
which cannot be settled by correspondence, the 
returns are referred for field audit. In addition, 
conferences and both formal and informal hear- 
ings are held and finally the correct tax is de- 
termined. In the meantime, through a chain 
of six branch offices, investigations are being 
carried on sometimes by correspondence and 
sometimes by personal visits. Let me illustrate 
this phase of our work by the experience we 
had with the emergency retail sales tax, which 
was in effect for fourteen months. 

In that period, we collected through vol- 
untary payments, about thirty million dollars. 
We wrote 310,017 letters to establishments 
which we thought might owe taxes and secured 
thereby 41,680 returns and $1,200,000. We sent 
our field men into the more congested business 
districts of our cities and villages, spending 
15,241 man days, locating 33,561 delinquents, 
and collecting $1,300,000. 

Our techniques regarding other taxes are 
entirely similar. A year ago, we received in 
our income tax bureau something more than 
1,800,000 returns, of which more than 700,000 
disclosed taxes to be due. Shortly thereafter, 
we commenced their audit. I receive monthly 
a report of the work of the audit division. While 
the audit had not been completed, the audit 
division reported on March | that it had audited 
and assessed additional taxes aggregating five 
million dollars. It is likely that when the office 
and field audits have been completed and the 
investigation efforts concluded, we shall have 
collected an additional seven and a half million 
dollars. 

Some few years ago, it was found that the 


individual bureaus were experiencing difficulty 
in collecting additional assessments and that 
additional assessments which might be called 
bad debts, were accumulating. Thereupon, we 
organized a collection unit to which is referred, 
after bureau efforts are unsuccessful, all unpaid 
accounts. This unit produces upwards of a 
million dollars yearly, which otherwise would 
be lost to the state. 

We have organized a special investigation 
bureau to which all cases are referred where 
evidence of fraud is found. This unit is fash- 
ioned after the federal intelligence unit and is 
manned with men especially adapted and suit- 
able to that kind of work. Such a unit, although 
not large, is indispensable to any sizeable tax- - 
collecting agency. For every dollar we spend 
through that unit we collect fifty or more dol- 
lars. Just a few weeks ago, we reached a final 
decision in a fraud case involving more than 
one hundred forty thousand dollars and the tax 
dodger will not contest the matter. 

While I have mentioned some figures indi- 
cating the results of our investigational audit 
and collection efforts, they by no means tell 
the whole story. The moral effect is powerful. 
While there is no method of measuring the 
by-product of our efforts, we are convinced that 
we collect many millions of dollars voluntar- 
ily paid which would not be received if we 
were not active in the audit of returns and in 
the investigation of delinquents. 


DENVER TRADE BARRIER 
MEETING 


Representatives of nine states attended the 
Western States Trade Barrier Conference which 
was held under the sponsorship of the Colorado 
Chamber of Commerce in Denver on June 10. 
Governors Ralph L. Carr of Colorado, Nels H. 
Smith of Wyoming, and Leon C. Phillips of 
Oklahoma took part in the meeting. 

The trade barrier problem was discussed by 
A. H. Martin, Jr., Director of the U. S. Market- 
ing Laws Survey; N. H. Engle, Acting Direc- 
tor of the Bureau of Foreign and Domestic 
Commerce; and Professor O. Glenn Saxon of 
the Yale Department of Economics. 
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CONGRESS REVAMPS 
SOCIAL SECURITY 
(Continued from page 122) 

as unemployment compensation and public as- 
sistance programs. Senator Carl Hatch of New 
Mexico is ably leading the fight to get this 
adopted. 

Southern Democrats led by Senators James 
F. Byrnes of South Carolina and Pat Harrison 
of Mississippi, are seeking a readjustment of 
the 50-50 financing of public assistance. They 
want an equalization arrangement by which 
the Federal government will make higher 
contributions to the poorer states. A variable 
grant formula has been drafted by Senator 
Byrnes which would vary the Federal grants 
in accordance with the per capita income of 
the states. It would increase Federal categori- 


cal assistance to over 65 per cent for Mississippi, 


Arkansas, Alabama, and South Carolina; to 
over 60 per cent for Tennessee, Kentucky, 
North Carolina, Georgia, North Dakota, Okla- 
homa, and South Dakota; to over 55 per cent 
for Virginia, Louisiana, West Virginia, Texas, 
Nebraska, and Florida; and would probably 
result in some increase for New Mexico, Iowa, 
Missouri, Vermont, Idaho, Kansas, Utah, 
Maine, Oregon, New Hampshire, Indiana, 
Minnesota and Colorado. The remaining 
states will receive no bonus under the variable 
grants plan and representatives of these states 
believe they can kill the Byrnes proposal in 
the House. However, some of them might be 
inclined to go along with a bill which included 
also grants-in-aid to states for general public 
assistance, as these states are now carrying 86 
per cent of the cost of direct relief. 
Congressman Jerry Voorhis has introduced 
a bill, (H.R. 5736) which would provide 
grants-in-aid to states for general public as- 
sistance. This would cover persons for whom 
work was not suitable or available. According 
to a recent poll conducted by the Washington 
News Letter on Social Legislation, 91 per cent 
of the state and local public welfare admin- 
istrators favor the Voorhis bill, but it has little 
chance of being enacted at this session. 
Senator Byrnes has proposed an amendment 


to the Social Security Act which creates a new 
social security category—aid to the handicapped. 
Payments by states to needy handicapped 
individuals would be matched by Federal 
grants. The term “handicapped individual” 
is so broadly defined as to include practically 
all unemployable individuals and it is estimated 
that this would cover 50 per cent of the people 
now being cared for on general relief by states. 

A number of technical and non-controversial 
amendments will be made to the unemploy- 
ment compensation titles of the Social Security 
Act. Most of them are designed to facilitate 
administration and probably none will require 
immediate state legislative action. Two of the 
provisions which would require state legisla- 
tion in order to assure the continuance of 
Federal grants for administrative purposes do 


-not become effective until July 1, 1941. These 


will make it necessary for state laws to include 
provisions for repayment to the Federal gov- 
ernment of improper and unauthorized ex- 
penditures. Rather more controversial are the 
so-called McCormack amendments which 
would permit states with adequate reserves 
and approved benefit scales to reduce their 
pay-roll taxes for unemployment compensa- 
tion. Special legislation will be necessary for 
a state to reduce these taxes. These amend- 
ments are receiving strong opposition from 
labor, employers and state officials. Intended 
by Ways and Means as an appeasement meas- 
ure, this proposal met with little enthusiasm 
from the Board. Passage is improbable. 

In considering amendments to the Social 
Security Act, Congress has been mindful of 
the fact that the majority of the state legisla- 
tures will not meet until 1941. In most states, 
present social security laws are sufficiently 
flexible so that necessary adjustments can be 
made administratively and without immedi- 
ate special legislation. However, many states 
will find it desirable to undertake by appropri- 
ate means the planning which may seem neces- 
sary to insure that social security programs are 
sound, well adapted to conditions in the state, 
and in harmony with national programs and 
constructive modern trends. 
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PROGRESS AGAINST STATE TARIFFS 
(Continued from page 120) 


enact without local opposition, and unquestion- 
ably within the power of every state govern- 
ment, such barriers have been adopted in many 
states. Nevertheless, in 1939 proposals to extend 
this type of barrier were defeated in every in- 
stance. The strong opposition of the New York 
Joint Legislative Committee on Interstate Co- 
operation killed a bill requiring that materials 
to be used in the construction of public build- 
ings which were not mined or quarried in New 
York State must be fabricated and finished 
within the state. In Ohio, a proposal to limit 
the purchase of coal for state institutions to that 
mined in Ohio was defeated. 

The Senate of West Virginia refused to enact 
a bill which would have barred public pur- 
chases of products from states which discrim- 
inated against the purchase of West Virginia 
materials. Minnesota refused to enact legisla- 
tion which would prohibit state institutions 
from purchasing farm, dairy and garden prod- 
ucts unless they were raised within the state, 
while Texas defeated a bill to grant a ten per 
cent preference to state bidders on public 
works. 

Vigorous opposition by the Codperation 
Commission of Connecticut defeated a bill 
which provided that all state contracts for sup- 
plies and public works be awarded to resident 
bidders if their bids were not more than three 
per cent higher than those of out-of-state bid- 
ders. Kansas likewise defeated three bills which 
would have given preference in public pur- 
chases of materials, equipment, and supplies 
to resident dealers. 


Farm barriers defeated 


In line with the Agricultural Committee’s 
recommendations that states reconsider discrim- 
inatory oleomargarine taxes and license fees, 
Oregon and Vermont lawmakers refused to 
adopt bills imposing an oleomargarine tax and 
Iowa defeated a proposed increase of taxes on 
the product. 

The Committee on Agriculture also called 


the attention of the Conference to the many 
hindrances to the interstate movement of horti- 
cultural commodities and urged the states. to 
cease using the excuse of inspection, quaran- 
tine, grading and labeling necessities to set up 
trade barriers. 

Florida refused to adopt a one cent per pound 
inspection tax upon dressed poultry imported 
and brought into the state, and repealed its dis- 
criminatory inspection tax upon imported eggs. 
Arkansas defeated one of the frankest state 
tariff proposals submitted to any state legisla- 
ture—a plan to levy a 25 per cent duty upon 
the agricultural products produced and manu- 
factured in Washington, Minnesota, Wisconsin 
and Iowa. These states had imposed discrimina- 
tory taxes upon certain agricultural products of 
Arkansas, particularly cottonseed oil. 


Other measures rejected 


The Arkansas General Assembly also rejected 
a trade barrier bill which would have levied a 
special tax on itinerant vendors from other 
states. New Mexico removed some of its restric- 
tions upon persons bringing produce, lumber, 
and livestock into the state. Connecticut law- 
makers defeated a bill which provided for a re- 
fusal to recognize the accuracy of out-of-state 
scales for weighing coal and coke unless reci- 
procity is extended. | 

There was an immediate response to the rec 
ommendations of the Committee on Agricul- 
ture that states accept milk and dairy products 
without hindrance from sister states having gen- 
erally acceptable minimum standards. The New 
York legislature defeated a bill which required 
a permit from the New York Health Commis- 
sioner for importing products to be used in the 
manufacture of ice cream. California legislators 
defeated a bill which established a barrier 
against out-of-state butter. Rhode Island re- 
jected legislation which required that all milk 
sold in the state as “pasteurized” milk should 
be pasteurized in Rhode Island. 

The efforts of the Connecticut and New York 
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Commissions on Interstate Cooperation to end 
the difficulties between the two states in regard 
to the exchange of dairy products have pointed 
the way to a satisfactory solution. 

The legislature of New Mexico followed the 
recommendation of the Commerce and Indus- 
try Committee by adopting “offset” provisions 
in connection with the use tax enacted this year. 

Devious are the ways in which local interest 
groups have attempted to erect walls against 
the products and labor of other states. In 
general, however, state legislatures have been 
alert and have struck down a wide variety of 
miscellaneous trade barrier proposals. 

Arizona defeated a proposal to require notice 
to the public in cases in which foreign merchan- 
dise is offered for sale; Connecticut defeated a 
bill which would have raised residence require- 
ments for persons receiving old age assistance 
from five to fifteen years. 

New Hampshire killed four bills which 
would have erected trade barriers in the licens- 
ing of plumbers, architects, general contractors, 
and real estate brokers and salesmen. New Mex- 
ico took affirmative action by repealing its stat- 
ute which levied a five days’ license fee on out- 
of-state salesmen. | 

State officials codperate 

Important as are the specific trade barriers 
which have been turned aside, of still greater 
import to the future of the anti-trade barrier 
movement is the good neighbor spirit which 
has been displayed by legislatures and Gover- 
nors of so many states during 1939. Governor 
O’Conor approved a Resolution by the General 
Assembly of Maryland which called upon each 
of the states in the United States to discourage 
the erection of trade barriers. 

On May 2 the Florida House of Representa- 
tives unanimously adopted a Resolution declar- 
ing its opposition to any measure which will 
directly or indirectly establish any trade barrier 
between Florida and any other state, by dis- 
criminating against the products of any other 
state, or by interfering in any way with the 
free and unhampered movement of products 
of any state into Florida. 


LEGISLATIVE SESSIONS 
AS OF JUNE 23, 1939 


Now Meeting 
Regular sessions: Convened: 
January 4 
January 4 
January 10 
ne January 10 


*Recessed March 14 to July 18 
*Recessed May 3 to August 1 
*Recessed May 25 to June 29 


Recent Adjournments 
Regular sessions: Convened: Adjourned: 
January 2...... June 20 
Connecticut .......... January 4...... June 7 
January 3...... June 7 
New Hampshire...... January 4...... June 16 
January 4...... May 20 
Pennsylvania ......... January 3...... May 29 
Rhode Island......... 3...... May 9 
January 10...... June 21 


Governor Culbert L. Olson of California on 
April 26 advised the California legislature that 


“any legislation tending to establish trade bar- 


riers against the products of other states sold in 
California will be vetoed.” At the close of 
the 1939 session of the Oregon legislative as- 
sembly, the Council of State Governments was 
informed by Governor Sprague’s office that 
“through administrative efforts all legislation 
which tended to create interstate trade barriers 
introduced during the recent legislative ses- 
sions in this state was defeated.” 

The campaign against interstate trade bar- 
riers is by no means at an end. The results out- 
lined in the preceding paragraphs indicate that 
the trend has shifted during 1939. The number 
of barriers is no longer increasing. The larger 
task of removing those already established re- 
mains to be done before commerce among the 
states will again be free from unnecessary bur- 
dens and restraints. Leaders say that the cam- 
paign will continue until this is accomplished. 
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